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Company Law Amendment in the United Kingdom 
Report of the Cohen Committee 


V—Recommendations in Regard to Private Companies 


By A. A. FitzGERALD 


In its consideration of problems associated with private companies, the 
Committee directed its attention particularly to the following matters: 


1. The present exemption of private companies from the obligation to file 
accounts ; 

2. The right of shareholders in private companies to receive copies of the 
accounts ; 

3. The privilege at present enjoyed by private companies of appointing an 
auditor who is a partner or employee of an officer of the company ; 

4. The oppression of minority shareholders in private companies by such 
means as— 
(a) possible abuse by directors of their right to approve transfers of 

shares to non-members of the company, and ~ 

(b) excessive remuneration of directors. 


Filing of Accounts 

By Section 110 of the English Act of 1929 (which is substantially the same 
as the New South Wales Act, Section 90, Queensland Act, Section 120, 
South Australian Act, Sections 129 and 130, Victorian Act, Section 110 and 
Western Australian Act, Section 112), private companies are exempted 
from the obligation of filing with their annual return a copy of the balance 
sheet and the auditor’s report thereon. 

In consonance with the principle, of the validity of which the Committee is 
convinced, “that the fullest information practicable about the affairs of 
companies should be available to the shareholders and the public” the 
Committee recommends that this exemption should be removed, except in the 
case of small private companies which are not subsidiaries of public companies. 

The Committee had difficulty in devising a definition of the small 
companies which should continue to be exempted, and was “reluctantly driven 
to conclude that it is impracticable to define the companies which it had in 
mind by reference to the capital, the number of employees or the turnover 
or even by a combination of these tests.” It therefore recommends an 
“admittedly complicated” definition, which, whilst it would involve some 
anomaly (in the continued exemption of some large concerns) would exempt 
the small family business incorporated as a company. 

Briefly stated, the definition would exempt assurance companies and 
companies of not more than 50 shareholders and/or debenture holders in 
the capital of which no body corporate other than a corporation sole was 
beneficially interested and in which every member was beneficially entitled to 
‘B 
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the shares or debentures registerd in hfs name or held the shares or 
debentures as executor or administrator of a deceased member or as a 
trustee of a family settlement. 


Right of Shareholders to Receive Accounts 

Under the existing law shareholders in private companies are not entitled 
as of right to receive a free copy of the balance-sheet and auditor’s report 
thereon, but are merely entitled to a copy thereof on payment. See English 
Act, Section 130, New South Wales Act, Section 111, Queensland Act, 
Section 140, South Australian Act, Sections 150 and 151, Tasmanian Act, 
Section 116, Victorian Act, Sections 129 and 130 and Western Australian 
Act, Sections 134 and 135. 

The Committee sees no justification for this distinction between share- 
holders in public and in private companies respectively and recommends 
that shareholders (and debenture holders) in private companies should have 
the same right to copies of the accounts, including the profit and loss account 
and the auditor’s report, as the shareholders in a public company. 


Disqualification of Auditors 

Section 133 (1) (b) of the English Act permits private companies to 
appoint as auditors persons who are partners or employees of directors or 
officers of the company. The New South Wales provision, Section 114, the 
Queensland provision, Section 143, the South Australian provision, Section 
154, the Victorian provision, Section 132, the Tasmanian provision, Section 
121, and the Western Australian provision, Section 138, are substantially 
similar. (Note also that in Victoria and Western Australia, unlike the other 
Australian States, it is not obligatory on private companies to appoint 
auditors, unless of course their Articles of Association so require. ) 

The Committee thinks that the privilege at present accorded to private 
companies should be withdrawn, and recommends. accordingly. 


Oppression of Minorities 

The Committee states that it has “carefully examined suggestions intended 
to strengthen the minority shareholders of a private company in resisting 
oppression by the majority.” It thinks that it is impossible to frame a 
recommendation to cover every case, but that “a step in the right direction 
would be to enlarge the power of the Court to make a winding-up order by 
providing that the power shall be exercisable notwithstanding the existence 
of an alternate remedy.” 

It suggests, also, that “the Court should have, in addition, the power to 
impose upon the parties to a dispute whatever settlement the Court considers 
just and equitable.” 

The next article in this series will deal with the Committee’s recommenda- 
tions regarding auditors. 


VI—Recommendations Relating to Auditors 


The Committee’s recommendations in regard to the qualification, appoint- 
ment, rights and duties of auditors are designed to ensure that fully 
qualified persons only shall be appointed, that the independence of the 
auditor shall be preserved and, as far as possible, strengthened, ‘and that 
ambiguities and uncertainties in the terms of the standard form of audit report 
shall be removed. i 


Qualifications of Company Auditors 


The recommendations in regard to qualifications of auditors of companies 
are of particular interest in Australia at the present time in view of recent 
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discussions as to registration of accountants and the enactment in New South 
Wales of the Public Accountants Registration Act, 1945. 

Apart from the disqualification of certain persons (e.g. directers or officers 
or partners or employees of directors or officers) which is contained in 
Section 133 (1) of the English Act, anyone, whether professionally qualified 
or not, may act as a company auditor. The Australian Acts contain similar 
prohibitions (New South Wales, Section 114, Queensland, Section 143, 
Tasmania, Section 121, South Australia, Section 154, Victoria, Section 132 
and Western Australia, Section 138). But in Victoria (Section 134), South 
Australia (Sections 370-371), and Tasmania (Section 124) there has for 
many years been a system of licensing company auditors, and only persons 
holding licences have been eligible for appointment as auditors of public 
companies. New South Wales has now followed suit with the Public 
Accountants Registration Act. 

Licences are issued in Victoria, South Australia and Tasmania by Com- 
panies’ Auditors Boards. In South Australia, the Board may issue a licence 
to any person as to whose character and competence it is satisfied; in 
Tasmania members of certain specified Institutes of Accountants are entitled 
to be licensed, but the Board may conduct its own examinations for the 
purpose of satisfying itself as to the competence of applicants; in Victoria, 
the Board conducts its own examinations, but graduates or diploma holders 
of the University of Melbourne who have passed examinations in their 
courses certified by the Dean of the Faculty to represent a course of study in 
accountancy and auditing of three years and in commercial law (including 
company law) of two years’ duration are qualified to receive a licence without 
further examination and members of Institutes of Accountants prescribed by 
the Governor-in-Council are required to pass the Board’s examination in 
company law only. 

In New South Wales, under the Public Accountants Registration Act, 
1945, only registered public accountants are competent to hold any appoint- 
ment as, inter alia, auditor of any company under the Companies Act. The 
Public Accountants Registration Board may grant registration as a public 
accountant to persons who have passed its examinations and who.have had 
certain practical experience, or who have passed the final examination of any 
approved institute of accountants. 

The Cohen Committee thinks that “an audit by an unqualified person 
cannot . . as a general rule be regarded as satisfactory.” It thinks 
also that a satisfactory test of qualification would be membership of one of 
the bodies of Chartered Accountants or of the Society of Incorporated 
Accountants and Auditors or of the Association of Certified and Corporate 
Accountants. For reasons of reciprocity it would make some provision to 
allow accountants with adequate qualifications abroad to act as auditors. 

It therefore recommends the substitution for Section 133 (1) of a sub- 
section on the following lines: 

“(1) None of the following persons shall be eligible for appointment as 

auditor of a company— 

(a) a person who is not a member of any body membership of which 

has been designated by the Board of Trade as qualifying its 
members to audit the accounts of companies or who has not been 
designated by the Board of Trade as qualified to audit the 
accounts of companies ; 
a director or other officer or employee of the company or of any 
of its subsidiary companies or of a company which is a holding 
company in relation to the first-named company, or of any of the 
subsidiary companies of such holding company ; 
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(c) a person who is a partner of or in the employment of a director 
or other officer or employee of the company or of any of the 
companies referred to in sub-paragraph (b) ; 

(d) a body corporate.” 

The similarity in principle of recommendation 1 (a) to the Australian 
legislation is striking, particularly when allowance is made for the fact that 
there is a relatively much more serious multiplication of accountancy institutes 
in Australia.. Recommendations 1 (b) and (c) would extend the existing 
disqualification of directors or partners or employees of directors to cover 
appointments to the position of auditor of any company which is a member 
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of the same group. 121 
Cases in which Auditors are not Appointed by a Company - 
At present, under Section 132 (2), if an appointment of auditors is not gy; 
made at an annual general meeting, the Board of Trade may, on the applica- 

tion of any member of the company, appoint an auditor of the company for § Aw. 
the current year. A similar provision appears in all the Australian Acts. 1 
The Committee thinks that the Board of Trade should have power to § j,, 
appoint an auditor in these circumstances whether théy receive an application the 
from any member of the company or not. It therefore recommends that hal: 
Section 132 (2) be amended to read as follows: in 
“(2) If no auditor is appointed or deemed to be appointed at an annual I 
general meeting, the company shall inform the Board of Trade who § whi 

shall appoint an auditor for the current year.” the 
Rights of Auditors _ 
Section 134 (3) of the English Act gives the auditors of a company the st 
right to attend any general meeting of the company at which any accounts that 
examined or reported on by them are to be laid before the company and to § (¢ .. 
make any statement or explanation they desire with respect to the accounts § }, . 
Section 132 (3) gives the retiring auditor the right to receive a copy of any T 
notice of intention to nominate any other person to the office of auditor. the ] 
Corresponding provisions are in all the Australian Acts. See New South § j<< 
Wales, Sections 113 and 115, Queensland, Sections 142 and 144, South an 
Australia, Sections 153 and 155, Tasmania, Sections 121 and 122, Western i 
Australia, Sections 137 and 139, Victoria, Sections 132 and 133. audit 
The Committee would extend these rights so as to give the auditor the TI 
right to attend any general meeting of the company, and, if other auditors have BH ..4;, 
been nominated, or if there is a proposal that they should not be re-appointed, #444. 
to put their view before the shareholders orally at the meeting and in writing § \;... 
(at the reasonable expense of the company) prior to the meeting. and 
Remuneration the a 
The Committee notes the practice frequently followed of passing share- oy 
holders’ resolutions appointing auditors at fees to be arranged between the ee 
auditors and boards of directors instead of fixing the auditors’ remuneration beber 
at the general meetings. It expresses doubt whether this is strictly in accord 4...” 
with the existing law, and thinks that the practice should be regularized by — 
an amendment of the Act, but that, if the fee be fixed by the directors, it onal 
should be separately stated in the accounts. setio 
The recommendation is that Section 132 (6) be amended by substituting “whet 
a new sub-section on the following lines: and d 
“(6) The remuneration of the auditors of a company shall be fixed eitht— Ty, 
by the company in general meeting or in such manner as may 9 sectio, 
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muneration of an auditor appointed before the first annual general 
meeting, or of an auditor appointed to fill a casual vacancy, may be 
fixed by the directors and that the remuneration of an auditor appointed 
by the Board of Trade may be fixed by the Board. 

Provided that where the remuneration is not fixed by the company in 
general meeting, the amount thereof shall be stated as a separate item in 
the profit and loss, or income and expenditure, account of the account- 
ing period to which the audit relates.” 


Note that the provisions of the Queensland (Section 142), South Austra- 
lian (Section 153), Western Australian (Section 137), Tasmanian (Section 
121) and Victorian (Section 132) Acts are similar to the existing section 132 
(6) of the English Act, but that the New South Wales Act (Section 113) 
provides that “the remuneration of the auditors shall be fixed by or under the 
authority of the company in general meeting ; 


Auditors’ Reports 


The Committee draws attention to the fact that Section 134 (1) of the 
English Act requires the auditor to report on the balance-sheet but not on 
the profit and loss account, though of course he cannot report on the 
balance-sheet without inquiring into the correctness of the profit and loss 
account. 

It thinks also that the words “as shown by the books of the company,” 
which are included in the report which the auditor is required to make on 
the balance-sheet, lessen the value of the auditors’ report and that “if the 
company’s affairs were incompletely revealed by its books, the auditors might 
nevertheless feel that they were entitled to certify that the report was properly 
drawn up if it was in accordance with the books.” The Committee recognizes 
that the professional institutes do not take so narrow a view of the duties 
of auditors, but fears that any defects in the wording of Section 134 (1) may 
be a “source of temptation to the weak auditor.” 

The section in the Australian Acts corresponding to Section 134 (1) of 
the English Act are New South Wales 115, Queensland 144, South Australia 
155, Tasmania 122, Western Australia 139, Victoria 133. . 

In all- these sections the words “as shown by the books of the Company” 
are used, but there are substantial differences in the matters on which the 
auditor is required to report. 

The New South Wales and Queensland sections follow closely the English 
section; the South Australian section also follows the English section, but 
adds a sub-section requiring the auditor to use reasonable diligence with the 
view of ascertaining that the books of the company have been properly kept 
and record correctly the affairs and transactions of the company, and that 
the assets and securities of the company do in fact exist and are in proper 
custody or under proper control; the Tasmanian section is similar to, but 
not identical with, the South Australian section; the Victorian section 
requires the auditor to report on the profit and loss account as well as the 
balance-sheet and also includes a sub-section requiring him to use reasonable 
diligence with the view of ascertaining that the books of the company have 
been properly kept and record correctly the affairs and transactions of the 
company ; and the Western Australian sections follows closely the Victorian 
section and—straining at the gnat—requires the auditors to report specifically 
“whether in their opinion the amount set down for depreciation and/or bad 
and doubtful debts is, having regard to the nature of the business, sufficient.” 

The recommendation of the Committee is that Section 134 be replaced by a 
section on the following lines: 

“(1) The auditors shall make a report to the members on the accounts 
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examined by them, and on every balance-sheet and profit and loss 

account or income and expenditure account, as the case may be, laid 

before the company in general meeting during their tenure of office, 
and the report shall state— 

(a) whether in their opinion proper books of account have been kept 
or, in the case of a company with branches whose books have not 
been examined by the auditors, whether proper books of account 
have been kept at the principal office and branches visited by the 
auditors and proper accounts and returns adequate for purposes 
of their audit have been received from other branches; 
whether or not they have obtained all the information and 
explanations which to the best of their knowledge and belief were 
necessary for the purposes of their audit ; 
whether the balance sheet and profit and loss account, or income 
and expenditure account, referred to in the report are in agree- 
ment with the books, accounts and returns, and whether in their 
opinion and to the best of their information and according to 
the explanations given to them the accounts are properly drawn 
up in accordance with the provisions of the new Act and exhibit 
a true and fair view of (1) the state of affairs of the company 
as at the date of the balance-sheet and (2) the profit or loss, or 
net income or net expenditure, for the period ended on that 
date ; and 
in the case of a holding company which does not annex con- 
solidated accounts to its annual accounts (para. 122), whether in 
their opinion the reasons given by the directors for not presenting 
consolidated accounts are satisfactory and whether the particulars 
given in respect of the profits or losses, or net income or net 
expenditure, and the qualifications in the auditors’ reports upon 
the accounts of subsidiary companies have been properly compiled 
from the information contained in such accounts and the auditors’ 
reports thereon (para. 114). 


(2. Every auditor of a company shall have a right of access at all times 
_ to the books, returns, accounts, and vouchers of the company, and 
shall be entitled to require from the directors and officers of the 
company such information and explanations as are in his opinion 
necessary for the performance of his duties (para. 114). 
(3) The auditors of a company shall be entitled to receive notice of and 
attend any general meeting of the company and to make any statement 
or explanation they desire at such meeting (para. 112).” 

This is the final article of a series dealing with the recommendations of 
the Committee. Previous articles in the series have dealt with the following 
topics : 

I. Recommendations relating to Profit and Loss Accounts (October, 
1945). 
II. Recommendations relating to Balance Sheets (November, 1945). 
III. Recommendations relating to Accounts of Holding Companies and 
Subsidiaries (January, 1946). 
IV. Recommendations relating to Financial Relations between Companies 
and Directors (April, 1946). 
V. Recommendations relating to Private Companies (May, 1946). 

These are not, of course, the only matters of interest to accountants and 
secretaries which the Report contains. There are, for example, sections 
dealing in considerable detail with such matters as prospectuses, registers of 
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members and debenture holders, shareholders’ control, and winding-up, in 
each of which the Committee makes specific recommendations for the removal 
of loopholes in the existing law. These parts of the Report of the Committee 
provide a convincing demonstration of the complexity of the problem of 
affording safeguards to shareholders, investors and the general public, as well 
as of the exhaustive nature of the Committee’s examination of the problems. 

It is refreshing—and not unexpected—to find that the Committee was 
“satisfied by the evidence that the great majority of limited companies, both 
public and private, are honestly and conscientiously mariaged” and that it 
believes “that the system of limited liability companies has been and is 
beneficial to the trade and industry of the country and essential to the 
prosperity of the nation as a whole.” 

The recommendations of the Committee are designed to bring the Companies 
Act into accord with changing conditions and the Committee believes that 
the result of the adoption of its recommendations would be to strengthen the 
already high credit and reputation of British companies.. It emphasises, 
however, “that this objective will be attained more by the selection by the 
shareholders of the right governing body of each company than by the 
provisions of any statute.” 





Taxation Section 
Edited by J. A. L. Gunn 


DEFINITION OF “YEAR OF INCOME” 

Subsection (2) of s. 6, inserted by the amending Act of 1946, provides 
that, unless the contrary intention appears, any reference in the Commonwealth 
Income Tax Assessment Act to a year of income commencing or ending on 
a specified date shall be deemed to include, in relation to a taxpayer who has 
adopted a substituted accounting period, a reference to that accounting period. 
This amendment will obviate the repetition of such a horror as s. 72 (1A). 
Thus, for example, when new s. 57A speaks of plant acquired or installed 
after the end of the year of income which ended on June 30, 1945, and before 
the commencement of the year of income beginning on July 1, 1950, it is 
understood that the initial depreciation allowance of 20 per cent. will apply 
to plant acquired during the five substituted accounting periods ended April 
30, 1950, in the case of a taxpayer who has adopted the accounting period 
ended April 30, 1946, in lieu of the year of income ended June 30, 1946. 


EXEMPTION OF UNEMPLOYMENT AND SICKNESS BENEFIT 

Section 23 (ka) has been extended by the amending Act of 1946 to pro- 
vide exemption for payments made out of the Social Services Fund by way 
of unemployment, sickness and special benefits under the Unemployment 
and Sickness Benefits Act, 1944. 

It was officially explained that the unemployment and sickness benefits in 
question would not be large enough alone to attract tax but they would become 
taxable in cases where the recipient’s total income derived during the year, 
including the benefit, brought him into the taxable field. The Government 
considered it to be inappropriate that these payments should be subject to 
diminution by the Commonwealth in the form of income tax. 

The above exemption applies in respect of income derived during year 
ended June 30, 1946, and subsequent years. 


EXEMPTION OF CERTAIN PAYMENTS TO EX-SERVICE PERSONNEL 
_ Under new s. 23 (kb), inserted by the amending Act of 1946, exemption 
is granted in respect of (i) allowances paid to disabled persons under Part IV 
of the Re-establishment and Employment Act, 1945; (ii) re-employment 
c n 





216 THE AUSTRALIAN ACCOUNTANT JUNE 


allowances paid under the same Act, and (iii) sustenance allowances paid 
under the Australian Soldiers’ Repatriation Act, 1920-1945, to persons wait- 
ing to enter into occupation of land or possession of a business. The fore- 
going are all payments to ex-service personnel (and other disabled persons 
who are qualified to receive allowances under Part IV of the Re-establish- 
ment and Employment Act) who are temporarily unemployed. The payments 
are all in the nature of income to the recipients and they do not come within 
the scope of s. 23 (k), which provides for the exemption of war pensions and 
allowances. 

It was officially explained that the amounts involved are not large and there 
is no essential difference between the payments now exempted under s. 23 
(kb) and the pensions and allowances already exempted under s. 23 (k) as 
having their origin in war disabilities and the unemployment and sickness 
benefits now exempted under s. 23 (ka) (iv). The Government considered 
it would be wrong in principle to subject these payments to tax while exempt- 
ing the other payments mentioned. 

The exemption provided by s. 23 (kb) applies in respect of income derived 
during year ended June 30, 1946, and subsequent years. 

EXEMPTION OF DEFERRED Pay OF MEMBERS OF DEFENCE FORCE 

Section 23 (t) (ii) provided for the complete exemption of deferred pay, 
including interest thereon, payable in respect of the service of a member of 
the Defence Force. 

In conformity with the alterations made to s. 23 (s) by the Amending Act 
of 1946, the exemption granted under s. 23 (t) (ii) is now limited to deferred 
pay attributable to service during the period, prior to July 1, 1947, during 
which the member was in receipt of special war-time rates of pay and allow- 
ances. If a member receives his deferred pay before July 1, 1947, and while 
he is on special war-time rates of pay, the whole of the deferred pay is exempt 
under s. 23 (t). If he receives his deferred pay after June 30, 1947, whether 
that date is before or after his reversion to peace-time rates of pay, only that 
portion attributable to service during the period, prior to July 1, 1947, during 
which he was in receipt of special war-time rates of pay, is exempt. In such 
instances, five per cent. of the balance of the deferred pay will be included in 
the recipient’s assessable income. Section 26 (d) has been amended in con- 
formity with the above amendment to s. 23 (t). 

EXPENDITURE ON SCIENTIFIC RESEARCH 

New s. 73A, inserted by the Amending Act of 1946, provides special 
allowances in respect of expenditure on scientific research which is not 
allowable as a deduction under any other section of the Act and which is 
incurred by a taxpayer who is carrying on a business. The following deduc- 
tions will be allowed against income derived during year ended June 30, 
1946, and subsequent years. 


Payment to Approved Research Institute 


A deduction is granted under s. 73A (1) (a) of payments to: 
(i) An approved research institute, as defined for scientific research 
related to the taxpayer’s own business; or 
(ii) an approved research institute, the object of which is the under- 
taking of scientific research related to the class of business to which 
the taxpayer’s business belongs. 
In addition to the deduction under s. 73A, amendments have been made to 
s. 78 (1) (a) and s. 160 (2) (g) whereby a deduction is allowed (in the 
case of a company) and a concessional rebate of tax is granted (in the case 
of an individual) in respect of gifts made to an approved research institute 
by any taxpayer where the gifts are made for scientific research. 
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Definition of Approved Research Institute 


Section 73A (6) defines “an approved research institute” as meaning (a) 
the Council for Scientific and Industrial Research, or (b) any university, 
college, institute, association or organization, but the last-named institutions 
will not be recognized for the purposes of s. 73A except on the certification 
of the Council for Scientific and Industrial Research or the Secretary to the 
Department of Labour and National Service or the Director-General of 
Health. Under s. 73A (7) power is given to an approving authority to 
specify ‘an institution as being “an approved research institute” as from a 
date before or after the date on which its approval is given and to withdraw 
its approval. 

“Scientific research” means any activities in the fields of natural or applied 
science for the extension of knowledge. Section 73A (8) (i) ensures that 
scientific research for business purposes shall come within the ambit of s. 73A. 
Section 73A (8) (ii) extends the benefit of the new section to medical 
research for the benefit of workers in a business. 

The foregoing definitions apply to gifts deductible under s. 78 (1) (a) (x) 
and rebateable under s. 160 (2) (g) (x). 


Capital Expenditure by Taxpayer on Scientific Research 


Under new s. 73A (1) (b) a deduction is allowed of expenditure (not 
allowable as a deduction under any other section) of a capital nature on scien- 
tific research related to the taxpayer’s business (except to the extent that it 
is expenditure on plant, machinery, land or buildings or on alterations, 
additions or extensions to buildings or in the acquisition of rights in or 
arising out of scientific research). 

It was officially explained that s. 73A (1) (b) is intended to apply to 
unsuccessful research expenditure of a capital nature such as the cost of 
unsuccessful efforts to produce a new type of plant or product, etc. 

Successful research expenditure on plant and machinery forms part of the 
cost thereof, and is subject to the depreciation allowance provided by s. 54. 
Unsuccessful expenditure of this nature is deductible under s. 73A (1) (b). 

A special depreciation allowance is now granted under new s. 73A (2) in 
respect of buildings, including additions, alterations or extensions. 

Expenditure of a capital nature on scientific research “in the acquisition 
of ‘rights’ in or arising out of scientific research” is not an allowable deduc- 
tion under s. 73A (1) (b). Successful research expenditure on improving 
an existing product or in producing a new product, which does not involve 
the acquisition of “rights” of the above nature, would appear to be deductible 
under s. 51 or, alternatively, under s. 73A (1) (b). As previously stated, 
it was officially announced that the cost of unsuccessful efforts to produce 
a new type of product is deductible under s. 73A (1) (b). So, also, the cost 
of unsuccessful efforts to improve an existing product would be an allowable 
deduction under s. 51 or s. 73A. 


Depreciation Allowance in Respect of Expenditure on Research Buildings 


New s. 73A (2) grants a special sinking fund allowance in respect of certain 
expenditure, by a taxpayer who carries on a business, on research buildings in 
which scientific research related to that business is to be carried on by the 
taxpayer or on his behalf. Thesdeduction is limited to expenditure incurred 
in acquiring or constructing a building, or part of a building, or in making 
any alteration or addition to a building which is or are of value for research 
purposes only. Further, the deduction is limited to expenditure incurred after 
the close of year ended June 30, 1945, or substituted accounting period. The 
deduction is allowable in respect of buildings erected by a lessee as well as 
by the owner of freehold property. 
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An amount equal to one-third of the total expenditure is an allowable to 
deduction : Ai 
(a) From the assessable income of the year of income in which the build- alt 
ing, etc., is first used for scientific research; and ree 
(b) from the assessable income of the two succeeding years, provided the the 
taxpayer continues to carry on the business to which the scientific reg 
research is related. tax 
Section 73A (4) provides that, where any expenditure has been allowed . 
or is allowable as a deduction under s. 73A (2), and the taxpayer disposes of a 
the building or any part thereof, or the building or any part thereof is on 
destroyed, the consideration receivable (which has the same meaning as in ‘ 
s. 59 (3)) in respect of the disposal or destruction shall be included in the wa 
taxpayer's assessable income of the year in which the disposal or destruction Aw 
occurs. The assessable sum is, however, limited to the extent of the expendi- ah 
ture allowed or allowable as a deduction under s. 73A (2). Section 83 (2) that 
has been amended to provide for the case where ‘research buildings are 
erected on leasehold property and the lessee sells that property. if 
It is presumed that the intention of subs. (4) is that, where, say, a tax- of 1! 
payer incurred expenditure on a research building amounting to £15,000 and 3. 8] 
he received a deduction of £5,000 under s. 73A (2) (a) from the assessable 
income of the first year, and the building was disposed of for, say, £17,000 
in the second year, the taxpayer would be required to include in his assessable Se 
income of the second year the sum of £5,000 “allowed” in respect of the first prov 
year’s depreciation and also the sum of £5,000 “allowable” in respect of the State 
second year’s depreciation if the taxpayer decided to claim that sum as a deduc- for r 
tion. Section 73A does not, in the above circumstances, deny a deduction in It 
respect of the third year, and the word “allowable” appears to include only » © 
surms which are allowable in the current year’s assessment and does not appear respe 
to include as assessable income under s. 73A (4) a sum which is an allowable effect 
deduction from the assessable income of an income year subsequent to the § that ; 
income year in which the disposal took place. If the word “allowable” does § fang , 
include sums which may be allowed in the third year’s assessment if the tax- J as we 
payer continues to carry on his business, then the whole of the £15,000 is Th 
assessable in the second year’s assessment, notwithstanding the last instal- J are je 
ment, viz., £5,000, is deductible in the third year’s assessment. that 
The proviso to s. 73A (4) provides that, where the Commissioner is of §f the Je 
opinion that part only, or no part, of the consideration receivable relates to & these 
the disposal or destruction of any property which was acquired or created § leases 
by the above-mentioned expenditure, that part only, or no part, as the case ff be con 
may be, shall be taken into account for the purposes of s. 73A (4). The 
Special Depreciation Allowance in Respect of Plant used for oer 
Scientific Research Purposes any lic 
. o os ee , _ Bf operati 
Under new s. 73A (5) the rate of depreciation in respect of plant used by § ¢¢ the 
the taxpayer for the purposes of scientific research only has been fixed at The 
334 per cent. This special allowance is granted in assessments based on & jy. | 
income derived during income year ended June 30, 1946 (or substituted ives 
accounting period) and subsequent years, but applies to all plant used only for , 
scientific research whether bought before, during or after year ended June 30, 
1946. The special initial allowance of 20 per cent. under new s. 57A applies Th 
to plant acquired during the five income years ending June 30, 1950 (or B-, = 
substituted accounting periods). ay 
Where Expenditure on Scientific Research is Incurred Outside Australia S126 | 
Section 73A (3) provides that, where any expenditure or payment t0 of the | 
which s. 73A refers (including expenditure on research buildings after June — \ 
2 pr 





30, 1945) is incurred or made outside Australia and the business in relation 
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to which it is so incurred or made is carried on partly in and partly out of 
Australia, the deduction allowable under s. 73A shall be such part of the 
amount which otherwise would be allowable as the Commissioner considers 
reasonable in the circumstances. The object of the subsection is to ensure 
that only that part of the ex-Australian expenditure which may fairly be 
regarded as being attributable to income assessable to Commonwealth income 
tax should be allowed as a deduction. 

A taxpayer, who is dissatisfied with the apportionment made by the Com- 
missioner, has the right to have the Commissioner’s decision referred to the 
Board of Review, for review. 

Section 73A (3) applies only where a business is carried on partly in and 
partly out of Australia. A taxpayer who carries on business solely in 
Australia and who pays an amount to an ex-Australian institution, certified 
as an approved research institute, is entitled to a deduction of the whole of 
that sum. 

DEDUCTION FOR MEMBER OF DEFENCE Force, Etc. 

In conformity with the amendments made to s. 23 (s), the amending Act 
of 1946 provides that the special diminishing deduction of £250 allowed under 
s. 81 is withdrawn as from July 1, 1947. 


LEASES TO WHICH Division 4 Does Not Apply 


Section 89 has been amended by the 1946 Act so as to exclude from the 
provisions of Division 4 of Part III “a lease (from the Commonwealth or 
State) granted for the purpose of the effecting of improvements to be used 
for residential purposes only.” 

It was officially explained that the object of the above amendment was 
to exclude from the operations of the lease provisions premiums paid in 
respect of leases which have been granted by the Crown for the purpose of 
effecting improvements which are to be used for residential purposes only, 
that is, as private residences or flats. The exemption covers leases of Crown 
land on which residential premises are built or purchased for letting purposes 
as well as for private occupation by the owner. 

The Treasurer stated that the leases contemplated by the new provision 
are leases for 99 years. He said that these are so like in nature to freehold 
that the mere fact of the sale being effected by means of an assignment of 
the lease instead of a conveyance seemed an inadequate reason for treating 
thése leases differently from freehold for taxation purposes. Certain of these 
leases, as in the case of leases in the Australian Capital Territory, cannot 
be converted to freehold. 

The position is, therefore, that whereas a taxpayer who sells a freehold 
property (otherwise than as a part of a profit-making scheme) is free from 
any liability to income tax on his profit, another taxpayer who, prior to the 
operation of the above amendment, sold a lease, which almost equally partook 
of the character of freehold, incurred that liability. 

The 1946 amendment does not affect premiums paid for leases of any 
other description. The amendment applies to the assessment based on income 
derived during year ended June 30, 1939, and all subsequent years. 


INTEREST PAtp BY A COMPANY ON BEARER DEBENTURES 


The difficulties associated with s. 126 in its original form were discussed in 
Commonwealth Income Tax Law and Practice at pp. 810-816. Parliament 
has at last given heed. to the writer’s views as there expressed by amending 
8. 126 so as to provide for the imposition of a definite rate of tax instead 
of the previous uncertain rate. The rate fixed by the amending Act of 1946 
is that which would be payable by an individual in receipt of a taxable income 
from property of £8,393.+That rate is at present approximately 15/- in £. 
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As was officially explained, s. 126 is coercive in its operation. Its design 
is to compel holders of bearer debentures to furnish their names and addresses 
so that the receipt of the interest can be checked by the Taxation Department, 
It is accordingly essential that a high rate of tax be fixed in order to prevent 
evasions. The holder can avoid any deduction of the tax by simply disclosing 
his name and address when collecting the interest. 


REBATE OF TAX PAYABLE BY VISITING INDUSTRIAL EXPERTS 


Section 23 (c) (vii) as amended by the 1946 Act, exempts, with certain 
limits as to time, the earnings in Australia of a non-resident during a visit 
to Australia during which he acts as a director, manager or other adminis- 
trative officer of, or is employed as a consultant, technician or operative by, 
a manufacturing, mercantile or mining business, or a business of primary 
production. Section 23 (c) (vii), as amended, applies only if the visitor is 
liable to tax in respect of his Australian earnings in the country in which he 
ordinarily resides. 

New s. 160ABA relates to the case of a visitor of the above-mentioned 
class who is not liable to income tax on his Australian earnings in the 
country in which he ordinarily resides. In this class of case, the Australian 
earnings are subject to Commonwealth income tax but a rebate is allowed 
under s. 160ABA the effect of which is that the visitor pays in respect of 
his earnings during the periods of one year or two years specified in s. 23 
(c) (vii) either the Commonwealth tax (including social services contri- 
bution) on those earnings or the tax he would have paid in his own country 
if he had been liable to tax there, whichever amount of tax is the lesser. 

S. 23 (c) (vii), as amended, and new s. 160ABA apply to assessments based 
on income derived during year ended June 30, 1946, and subsequent income 
years. 


Tax CREDIT IN RELATION To CERTAIN PLANT AND MACHINERY USED 
IN CONNECTION WITH THE WAR 


A new Division—No. 19—of Part III has been inserted by the amending 
Act of 1946. The new Division (ss. 160AN to 160AT) allows a credit of 
income tax in cases where the taxpayer incurs expenditure or losses in respect 
of plant and machinery used for war purposes, where the expenditure or 
losses are allowable deductions under s. 53D or s. 59. Section 53D relates to 
expenditure incurred in making alterations to plant and machinery for war 
purposes, and in reconverting that plant and machinery for civil production 
purposes. Section 59 (1) relates to losses arising from the disposal, loss or 
destruction of depreciated property. 

Division 19 provides a tax credit in those instances where the taxpayer, 
during the income years ended June 30, 1946, or June 30, 1947 (or during | 
substituted accounting periods), incurs expenditure in reconverting to peace- 
time production, plant and thachinery which he had previously converted 
from peace-time to war production. A tax credit is also provided in respect 
of losses suffered on the disposal, loss or destruction of depreciated property 
where that property has been subjected to “excessive wear and tear due 
to its use primarily and principally in, or in connection with, the prosecution 
of the war.” 

The tax credit referred to above equals the reduction in taxes, as scheduled 
below, which the taxpayer would obtain if, instead of deducting the specified 
expenditure and losses from the income of the year in which they were 
incurred, they were deducted from the income of year ended June 30, 1945 
(or substituted accounting period). 

Division 19, and the War-time (Company) Tax Assessment’ Act, 1946, 
provide for tax credits in respect of the following: : 
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Individuals, partnerships and trust estates. Commonwealth income tax and 
social services contribution. 

Private companies. Commonwealth income tax at 6/- in £; tax under 
Division 7 on undistributed income. 

Non-private companies. Commonwealth income tax at 6/- in £; super tax 
at 1/- in £ on taxable income in excess of £5,000; war-time (company) tax; 
and tax under Part IIIA on undistributed income. 

It was officially explained that the principle underlying the concession pro- 
vided by Division 19 is that where a business has been converted from peace- 
time to war-time production, the cost of reconverting that business to peace- 
time activities should fairly be charged against war-time income. However, 
in order to avoid amendment of prior years’ assessments and other compli- 
cations the new provisions are so framed as to authorize a credit of tax 
otherwise payable by the taxpayer in respect of the income of the year in 
which the reconversion took place. 

The following example illustrates the operation of Division 19 in the case 
of a private company. For the sake of simplicity the tax under Division 7 
equals the following rates: £20,900 at 15/- in the £; £18,100 at 14/- in £; 
£6,725 at 11/- in £; £3,925 at 10/- in £. 


Base War Year ended June 30, 1945 
Commonwealth ordinary income tax on taxable income of 
TIE ic ve 00.66 ah 5% 40.00 os 0 oO bu, oe ee oe 
Tax under Division 7— 
EE OO ee 
Commonwealth ordinary income tax payable (s. 
Boe Co) GROUCHO) 65 cc ce oe oe te BELO 
EN 7 GU UE on a6 G6 se oe ce we 5,000 


ON Nil 
“a —— 16,100 


Undistributed amount .. .. .. .. .... .. ..-.- £20,900 


me om EORSOD at 15/- tm E nw Bs ce as cc 6s te oe os BS O G 





Total taxes payable in respect of year ended June 30, 1945 £26,775 0 0 








First Reconversion Year ended June 30, 1946 


The company spent £4,000 in reconverting plant, this sum 
being an allowable deduction under s. 53D. 
Commonwealth ordinary income tax on taxable income of 
Se OR i OE oc oe ce he 0s 08 00 20 00 te cs Ee OF 
Tax under Division 7— 
eee ae en ee 
Less— 
Commonwealth ordinary income tax 
SE as ES) oe 64.08 Ne be ee, o 
Division 7 tax paid (on undistributed 
income of year ended June 30, 1945) 15,675 


£8,400 


24,075 
Undistributed amount .. .. .. .. .........- £3,925 


ey Gee We A A Bis 4k. cece ce whee de oe se | Ee 
£10,362 10 0 
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The tax credit under Division 19 is calculated in the following manner; 
The amount of the tax credit is an amount equal to the excess of the “notional 
tax benefit of the expenditure” over the “actual tax benefit of the expenditure.” 


Base War Year ended June 30, 1945 
Notional Tax — of the Expenditure 


Actual taxes assessed as above .. ; 
Taxes payable on reduced taxable income » of £33 000 (237, 000 
less reconversion expenditure £4,000). 
Commonwealth ordinary income tax, £33,000 at al 
RES ves is ae, eo (oe ee oe 
Tax under Division 7— 
Taxable income .. .. 
Commonwealth ordinary i income 
cn na ne aa ph. 
Division 7 tax paid .. .. .. . 


£9,900 
£33,000 


£9,900 
5,000 


14,900 
£18,100 


Undistributed amount .. .. .. ...... 


Tem on S16, 00 of 146/- i & .w. 5. ce ce ii ce ee es EO 


£22,570 


. £26,775 


22,570 0 0 





Notional tax benefit of the expenditure .. 


Reconversion Year ended June 30, 1946 
Actual Tax Benefit of the Expenditure 


Taxes payable on increased taxable income of £32,000 
(£28,000 plus reconversion expenditure £4,000). 
Commonwealth ordinary income tax, £32,000 at 6/- in £ .. 
Tax under Division 7— 
Taxable income .. .. . : 
Commonwealth ordinary income tax pay- 
Perera - oar ew 
Division 7 tax paid . 


£32,000 


Undistributed amount .. 


Tax on £6,725 at 11/-in#.. .. .. ... 


£13,298 15 
.. 10,362 10 


Actual taxes assessed as above .. 

Actual tax benefit of the expenditure .. . 

The tax credit under Division 19 is therefore: 

Notional tax benefit of the expenditure .. .. .. .. .... 


Actual tax benefit of the expenditure .. .. 


Tax credit... 





. £4,205 0 0 


or th 
other 
of th 
war jf 
is al 
authe 
has b 
The « 
the G 
recon 
the C 
In 

recon 
1947 

June | 
Exar 


(a) 
(b) 


3,698 15 
0 
0 


- 


£2,936 5 


£4,205 
2,936 


will b 
increa 


0 0 
5 0 


(1) 


£1,268 15 0 
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The tax credit will be applied as follows: 
Ordinary Division 7 
Income Tax Tax Total 


Actual assessment for income 
year ended June 30, 1946 .. £8400 0 O £1,962 10 0 £10,362 10 
Less tax credit .. .. .. a © Nil ©1268 15 0 1,268 15 





£8,400 0 0 £693 15 0 £9,093 15 











The reduction in the 1945 assessment is: 


E2BEO ot 15 /- tm E se ne oc oc oc nc 0s oe 
18,100 at 1/-infé=. 


The increase in the 1946 assessment is: 


£2,800 at 11/-inf=.......... 0.6. 0 
3,925 at 1/-infé=...... 2... 0.8. 0 


1,736 5 0 





SE iii sic ek Se Wi, @e Oe Te os 46- ts Oe. oe 2 See 
- 





The net Division 7 tax paid £693/15/- will be deductible from the taxable 
income in ascertaining the undistributed amount of the income year in which 
that sum was paid (s. lJ6OAR (4) (a))). 

The concession provided by Division 19 applies only where the taxpayer 
submits a certificate signed by the Secretary of the Department of Munitions 
or the Director-General of the Department of Post-war Reconstruction or any 
other prescribed authority that the business in which the plant, the subject 
of the claim, is used, is one which the taxpayer converted from peace-time to 
war production. The allowance in regard to deductions coming under s. 59 (1) 
is also conditional upon the taxpayer submitting a certificate from the 
authorities mentioned that the particular item of plant under consideration 
has been subjected to excessive wear and tear through use for war purposes. 
The certificate is required to be furnished on or before the date specified in 
the Gazette as the last day for furnishing the income tax return of the second 
reconversion year (year ended June 30, 1947) or within such further time as 
the Commissioner allows (s. 160AP). 

In calculating the “notional tax benefit of the expenditure” so much of the 
reconversion expenditure incurred in income years ended June 30, 1946 and 
1947 is deducted from the assessable income of the base war year ended 
June 30, 1945, as does not exceed the taxable income of the base war year. 
Example (1) 


(a) Taxable income of year ended June 30, 1945 .. .. .. .. .. £7,000 


(b) Taxable income cf year ended June 30, 1946... .. .. .. .. £6,000 


(c) Reconversion expenditure incurred ees an ended June 
Se EEE 64 ha wih. bd ON 44 Oo we ee oe er SS 


In einai the “notional tax benefit of the expenditure” the sum of 
7,000 (not £8,000) will be deducted from the assessable income of the base 
war year, thus reducing the taxable income of that year to “nil.” 

In cz culating the “actual tax benefit of the expenditure” the sum of £7,000 
will be added to the assessable income of the first reconversion year, thus 
increasing the taxable income to £13,000. 


(1) The rate of Commonwealth ordinary income tax for both years being the same, viz. 6/- 
in £ there is no credit in respect of that tax. 
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Example (2) 
(a) Taxable income of year ended June 30, 1945 .. .. .. .. .. £7,000 
(b) Taxable income of year ended June 30, 1946... .. .. .. .. £6,000 
(c) Taxable income of year ended June 30, 1947 .. .. .. .. .. £3,000 


(d) Reconversion expenditure incurred during “ ended June 30, 


a Oe: bak Shh Be: aia ie. Hew. Os Se Se. Be 3,000 
£8,000 

In calculating the “notional tax benefit of the expenditure” in relation to 
year ended June 30, 1946, the sum of £5,000 will be deducted from the 
assessable income of base war year June 30, 1945, thus reducing the taxable 
income from £7,000 to £2,000. 

In calculating the “notional tax benefit of the expenditure” in relation to 
year ended June 30, 1947, the sum of £2,000 (not £3,000) will be deducted 
from the assessable income of the base war year, thus reducing the remainder 
of the taxable income from £2,000 to “nil.” 

The taxable incomes of the reconversion years will be increased as follows: 

First Second 
Year Year 
Taxable income .. .. sn ee. Win ee eae ae o £3,000 
Add reconversion expenditure {s. 6a. 3o- au: we. BY Me 5,000 2,000 





Increased taxable income .. .. .. .. .. <. .. £11,000 


It should be observed that the invocation of Division 19 must ist result i in a 
tax credit, i.e., a benefit to the taxpayer, otherwise that Division will not be 
applied. It will be the experience of some taxpayers that taxable incomes 
and undistributed amounts of years ended June 30, 1946 and 1947, will so 
exceed those of year ended June 30, 1945, that no benefit is to be obtained 
from the application of Division 19, in which case the adjustment will not 
be made. 

Section 160AS is designed to prevent the allowance of a double deduction 
in a case where a taxpayer, who incurs a loss during either or both of the 
reconversion years ended June 30, 1946 and 1947, receives the full benefit 
of the deduction for reconversion expenditure by means of the tax credit 
provided by Division 19. As was officially explained, if, for example, a tax- 
payer during year ended June 30, 1947, suffered a loss of £1,000 after the 
allowance as a deduction of reconversion expenditure totalling £1,500 and 
the taxpayer’s taxable income of year ended June 30, 1945, is £1,500 or more, 
the effect of the allowance of the tax credit is that the taxpayer receives the 
full benefit of the deduction for such expenditure and the carrying forward 
of any part of the loss of £1,000 is not justifiable. The amount by which the 
carry-forward loss is to be reduced is the amount of the loss, or the amount 
of the reconversion expenditure taken into account for the purposes of ascer- 
taining the amount of the tax credit, whichever is the less. 

Example 

(a) Taxable income year ended June 30, 1945 .. .. .. .. .. £3,000 

(b) Loss year ended June 30, 1946 .. .. ee. 

(c) Reconversion expenditure incurred during y. year ‘ended June 30, ow 

e £5 


The reconversion expenditure taken into account for the purposes of ascer- 
taining the amount of the tax credit is limited to the taxable income of year 
ended June 30, 1945, viz., £3,000, reducing the taxable income of that year 
to “nil.” 

The loss of £4,000 incurred in year ended June 30, 1946, will be reduced 


(2) The net alteration to the undistributed amount is £2,800 (£4,000 less ordinary income 
tax at 6/- in £). 
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to £1,000 and this sum will be carried forward under s. 80 as a deduction 
against the income of the next succeeding four years. 

Section 160AR makes provision for the application of the tax credit by 
the Commissioner towards the liquidation of any tax assessed and owing by 
the taxpayer or to any tax assessed concurrently with the ascertainment of 
the credit. If the credit exceeds the taxpayer’s liability the excess will be 
refunded. Thus, in the last example, there is no liability to tax in respect of 
year ended June 30, 1946, and if no other taxes are outstanding the whole 
of the taxes imposed on the income of year ended June 30, 1945, should be 
refunded in cash to the taxpayer. 

Section 160AT makes provision for any taxpayer, who is dissatisfied with 
the amount of the credit calculated by the Commissioner or with any decision 
made by the Commissioner in relation thereto, to appeal within 60 days to 
the Board of Referees (not the Board of Review). The Board of Referees 
may vary or confirm the Commissioner’s decision and the Board’s decision 
is final. 

PAYMENT OF COMMONWEALTH TAx TO Have Priority OVER 
ALL OTHER TAXES 

Section 221 has been amended by the 1946 Act. Previously the section 
gave priority of payment of Commonwealth income tax over State income tax 
for the duration of the war and one year thereafter. The section, as amended, 
now gives permanent effect to the Commonwealth’s right of priority in the 
payment of income tax. 

COLLECTION OF INCOME Tax By INSTALMENTS—DEFINITION OF 
SALARY OR WAGES 

The definition of “salary or wages” in s. 221A has been extended by the 
amending Act of 1946 to include payments made “(e) by way of allowance 
under the Re-establishment and Employment Act, 1945, or payments of a like 
nature.” It was officially stated that the persons intended to be brought 
within the benefits of the tax instalment provisions are trainees under the 
Commonwealth Reconstruction Training Scheme and the recipients of other 
allowances which are comparable with the allowances paid to such trainees, 
and which are in the nature of income from work. 

The extension of the definition will have the effect of enabling trainees who 
receive living-away-from-home allowances to benefit under the provisions of 
s. 51A. Under that section an employee who receives a living-away-from- 
home allowance is entitled to a deduction of any amount of the allowance 
in excess of 15/- per week and the term “employee” is there defined as 
having the same meaning as in s. 221A, where the term is defined as meaning, 
inter alia, “any person who receives, or is entitled to receive, any salary or 
wages.” 

The above amendment applies in respect of income derived during year 
ended June 30, 1946, and subsequent years. 

DEFINITION OF “RESIDENT” AS APPLIED TO COMPANIES 
Decision of High Court 

The taxpayer company was incorporated in the Straits Settlements. The 
whole of its shares except two were owned by S, a resident of Australia. 
S was managing director and managing agent. The two remaining shares 
were issued to two nominees of S. These nominees resided in Singapore and 
were appointed by S as directors of the company. The only business done by 
the company in the relevant years was to charter a Norwegian tanker under 
two time charters and to sub-charter the tanker to S on ten voyage charters. 
The time charter parties were executed in London by shipping agents under 
instructions from S. The voyage sub-charters were entered into by S pre- 
paring and executing the documents in Australia and forwarding them to 
Singapore to be executed on behalf of the company. The evidence proved 
that in the relevant years S exercised complete management and control over 
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the business operations of the company. Some of the company’s income was 
taxed in the Straits Settlements. The company contended that as the defi- 
nition of “resident,” in the case of a company incorporated out of Australia, 
required that the company should be carrying on business in Australia and 
also that the central management and control should be in Australia or its 
voting power should be controlled by residents, the carrying on of business 
could not refer to the control of the operations of business from which the 
profits arose but only to the operations themselves and that, as the sub- 
charter contracts were accepted in Singapore, the company was not carrying 
on business in Australia. The company contended therefore thaf it was not a 
resident of Australia and, also, that its income was derived from sources out 
of Australia. 


Held— 

(1) that (applying Mitchell v. Egyptian Hotels Ltd. [1915] A.C. 1022 per 
Lord Parker of Waddington, at p. 1,037) that where the brain which 
controls the operations from which the profits arise is in Australia the 
business is, at any rate partly, carried on in Australia; 

(2) that the purpose of requiring that, in addition to carrying on business 
in Australia, the central management and control of the business or the 
controlling shareholders must be situate or resident in Australia, is to 
make it clear that mere trading in Australia by a company not incor- 
porated in Australia wiil not of itself be sufficient to cause the company 
to become a resident of Australia, “but if the business of the company 
carried on in Australia consists of or includes its central management 
and control, then the company is carrying on business in Australia” ; 
that the company was a resident of Australia ; 
that the question of where business is carried on is in every case a 
question of fact and that, in the present case as, inter alia, all the terms 
and conditions of the charter parties were prepared and the complete 
decision to sub-charter the tanker from the company was made in 
Melbourne by S, who alone could decide whether or not the company 
would accept his offer, the source of the profits was in Australia ; 
that, although the company had paid tax to the Straits Settlements 
on some of its income, s. 23 (q) did not apply to exempt any of the 
income, because the whole of such income was derived from a source 
in Australia. 

(Malayan Shipping Co. Ltd. v. F.C. of T. (1946) (not yet reported). 


WHEN INTEREST INCURRED 


On September 17, 1941, a resolution was passed at a meeting of directors 
of the taxpayer company that interest at 8 per cent. per annum on the loan 
accounts of the directors be awarded and credited to their accounts. Pursuant 
to the resolution an amount representing interest was charged in the com- 
pany’s accounts for year ended June 30, 1941. Held, that the sum so debited 
was not an allowable deduction of year ended June 30, 1941, as the company 
did not become legally liable to pay the interest until September 17, 1941 
((1942) 13 Sth. Af. Tax Cas. No. 542, p. 116). 


RaTEs OF TAXATION 

Mr. R. N. Elliott writes as follows: 

“T shall be grateful for your observations on the apparent anomaly in the 
progression of rates of income taxation revealed by the following example. 

“Graziers A and B each earned an income of £1,500 for the year ended 
30/6/45, but A’s average for rate purposes was £540 and B’s £340. Both 
desired to know what extra tax would be payable if they had each received 
an additional £300 of taxable income for the year ended 30/6/45. 
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“According to the attached calculations A, who has the higher average 
income for rate purposes, would pay £110/3/- additional tax, while B, who 
has the lower average, would pay £115/16/-. 

“Is it not anomalous that A, who is taxed at the higher rate, should pay 
less additional tax than B, who is taxed at the lower rate when the taxable 
incomes and amounts of additional income are the same in each case? 

“The principles on which the schedules of income tax rates have been 
compiled should provide the subject of an interesting article in The Australian 
Accountant, particularly if the article were accompanied by a graph showing 
the curve of progressive rates of tax.” 

The calculations attached to Mr. Elliott’s letter are as follows: 


A 
Nn at oe oe ah ae eee ae #6 bs eS de oe Se 
EE a) wl aia gn. ale tus ad AM 40 06 Ob 00: 68-00 300 0 0 
PE b4 kh 66 66 66.00 2e 46 Oh we ee me 
CR: cae. ier ails ted elt ald eae oe 
Ee dist Ue ie. tee KB 46 Ke 
DR ce Gb: 60. Se: te be we ws. oki on 


if = ‘s 
Original Tax on £1,500 at rate applicable t to £540: 

1500 X 68-1778 = .. ‘ . 
Tax on £1,800 at rate — to £600: 

oe xX 71:5 = ‘ oe 
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i=. 
Original Tax on él, 500 at rate app! licable to £340: 

1500 «K 50-1647 = .. ‘iW ae 40 te ox 313 11 0 
Tax on £1,800 at rate applicable to £400: 
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Comments. For 1944-45, if the taxable income from personal exertion 
exceeds £300 but does not exceed £1,000 the rate of tax for every pound of 
taxable income up to and including £300 is 44d. and the rate of tax for every 
pound of taxable income in excess of £300 is 96-0ld. increasing uniformly by 
‘Ol of one penny for every pound by which the taxable income exceeds £301. 

The rate of tax on any amount of taxable income between £301 and £1,000 
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is an average rate. The rate on the first £300 is fixed at 44d.. On the excess 
over £300 the rate is 
(ct _ mtd 
96 + 100 d. 
where T is the amount of taxable income. 

It is only on income in excess of £300 that the rate of tax increases. Although 
the rate of increase on such excess is uniform, the effect of averaging such 
increase with a fixed rate on the first £300 is to give a curve of progression 
which grows less steep as the amount of income moves from £300 to £1,000. 
Thus the percentage increase in the rate on a rateable income increased from 
£540 to £600 is 

71-5 — 68-1778 100 
62-1778 i= 4-8728%. 
Whereas the percentage increase in the rate on a rateable income increased 


from £340 to £400 is 
57:25 — 50-1647 100 _ 
30-1647 x i = 14:1241%. 
ALLOWANCE UNDER S. 106 oF Excess DISTRIBUTIONS OF PREVIOUS YEARS 
WHERE DEEMED DIVIDEND REPRESENTED BY DISALLOWED DIRECTORS’ 
REMUNERATION ExcEEDS TAXABLE INCOME 


The sum of £1,000 was directors’ remuneration for year ended June 30, 
1939, which had been deemed, in accordance with s. 109, to be a dividend paid 
to the directors. The disallowance to the company of this sum, together with 
other adjustments, converted a loss of £218 into a taxable income of £259. 
In calculating the allowance under s. 106 the company claimed that the full 
sum of £1,000 should be brought to account in lieu of the sum of £259 allowed 
by the Commissioner. Held, claim disallowed (C.T.B.R.—not yet reported). 
“The opinion having been formed that the amount of £1,000 is deemed to be 
a dividend paid out of the profits of the year ended June 30, 1939, it is a 
necessary conclusion that it was only paid out of taxable income to the extent 
of £259 (the amount of the taxable income for that year) and that, conse- 
quently, the assessment is in accordance with the provisions of Section 106.” 











The Statutory Books of A Company 
N.S.W. Companies Act 


By H. Jackson, A.I.C.A. 


Every company is required by the Act to keep certain books of record of 
its members and the shares held by them, particulars of debentures if any are 
issued and the information relating to directors. These are known as the 
statutory books. The first one recording the particulars of shareholders is 
called the Register of Members. In practice several books may go to make 
up the Register, or the one book may be divided into different sections such as: 

(1) Application and Allotment Journal. To record all applications for 
shares and the subsequent allotment by the board of directors. It 
will be written up by the secretary from the applications received and 
the resolutions passed by the directors allotting the shares. 

(2) Calls Journal. To record all calls made by the directors and should 
show the number of the call, the amount, the number of the call notice 
and the date of posting, and finally the date on which each individual 
shareholder paid his call. 

) Transfer Journal. To record all transfers approved by the board of 
directors, showing the names of the transferror, transferee, r:mber 
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of the transfer, number of the share certificate cancelled and the number 
of the new certificate issued. 

(4) Share Register. To record the names, addresses and particulars of 

shares held by each shareholder together with all transfers made. 

The register of members is required by Section 81 to be kept at the 
registered office of the company, and it may be in the form of a bound 
book with an alphabetical index attached, or it may be kept on the loose leaf 
system. The Act specifically states that it must be in book form and one 
authority has stated that “it is doubtful if a card system of Register would 
suffice.” When the register is kept in the loose-leaf book system it may be 
advisable to have some safeguard such as a lock to prevent the unauthorised 
removal or substitution of sheets, and otherwise guard against fraud. When 
there are more than fifty members the register must contain an index, unless 
it is in such a form as to be self-indexing ; for example a loose-leaf book with 
the sheets entered in strict alphabetical order. The size and form of the 
register varies a great deal and there are many standard rulings to be 
obtained. Where different classes of shares are issued it is advisable to have a 
separate share register for each class. 

The contents and the register of members are set out in Section 78, which 
states : 

(1) Every company shall keep in one or more books a register of its 

members, and enter therein the following particulars— 

(a) The names and addresses, and the occupation (where known) of 
the members, and in the case of a company having a share capital 
a statement of the shares held by each member, distinguishing 
each share by its number, and of the amount paid or agreed to be 
considered as paid on the shares of each member ; 

(b) the date at which each person was entered in the register as a 
member ; and 

(c) the date at which any person ceased to be a member— 

Provided that, where the company has converted any of its shares into 

stock and filed notice of the conversion with the Registrar-General the 

register shall show the amount of stock held by each member instead 

of the amount of shares and the particulars relating to shares specified 

in paragraph (a) of this sub-section. 

A specimen copy of every type of share certificate issued by the 

company after the commencement of this Act shall be affixed in the 

register before any certificate of that type is issued or delivered out 

by the company. 

Generally it is the duty of the secretary to keep the register of members, 
and he may keep it in such manner he thinks fit, subject to the provisions of 
the Act, and, of course, instructions from the board. He has no authority 
to make any entry, except as a result of a resolution by the directors, recording 
allotment, calls, transfer or forfeiture, etc. He may, of course, make whatever 
entries are necessary to record the decisions of the directors, and should note 
on the account of a shareholder any instructions given regarding the payment 
of dividends, etc., and all the relevant particulars in the event of death or 
bankruptcy. 

On page 231 is a ruling of a share register that will record all the informa- 
tion necessary : 

The register of members must be open to inspection in accordance with 
Section 81 which states: 

(1) The register of members, commencing from the date of the registra- 
tion of the company, and the index of the names of members, shall be kept 
at the registered office of the company, and, except when the register is 
closed under the provisions of this Act, shall during business hours (subject 
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to such reasonable restrictions as the company in general meeting imposes, 
so that not less than two hours in each day be allowed for inspection) be 
open to the inspection of any member without charge and of any other person 
on payment of one shilling, or such less sum as the company prescribes for 
each inspection. : 

(2) Any member or other person may require a copy of the register, 
or of any part thereof, on payment of sixpence, or such less sum as the 
company prescribes, for every hundred words or fractional part thereof 
required to be copied. 

(3) The company shall cause any copy so required by any person to be 
sent to that person within a period of twenty days commencing on the day 
next after the day on which the requirement is received by the company. 

(4) If any inspection required under this section is refused or if any copy 
required under this section is not sent within the proper period, the company 
and every officer of the company who is in default shall be guilty of an 
offence. 

(5) In the case of any such refusal or default the court may by order 

compel an immediate inspection of the register and index or direct that 
copies required shall be sent to the persons requiring them. 
. A company whose shares are dealt with on the Stock Exchange may take 
advantage of Section 82, relating to the closing of the share register, in order 
to avoid alterations to the list of shareholders by presentation of further 
transfers in the following circumstances: 

(1) Preparing dividend lists. 

(2) Preparing a distribution of bonus shares. 

(3) Preparing a list of shareholders entitled to apply for shares in a 

new issue in proportion to their existing holding. 

(4) Preparing voting lists and forwarding notices of general meeting, etc. 

The above mentioned section reads: 

“A company may, on giving at least fourteen days’ notice by advertise- 
ment in a daily newspaper published in Sydney, and in the case of any 
company whose registered office is more than fifty miles from Sydney in 
addition in a newspaper published in the district in whic’ such registered 
office is situated, close the register of members for any time or times not 
exceeding in the whole thirty days in each year.” 

The secretary cannot close the register on his own authority; he must 
have express instructions from the board of directors. The advertisement 
is usually on the following lines: : 


A.B.C. Company Ltd. 


Notice is hereby given that the Register of Members of the company 
will be closed from the 16th January to the 30th January, 1946, both days 
inclusive. The last meeting of directors at which shares can be transferred 
will be held on the 15th January, 1946, and transfers must be lodged at the 
Registered Office of the Company not later than 11 a.m. on the 15th 
January, 1946. 

By order of the Board 

oon ecretary. 

ould be shown on 
the individual account of the shareholder in order to avoid reference to other 
sources. A shareholder may give power-of-attorney to another person to 
accept dividends, give receipts and otherwise deal in the shares, even to the 
extent of transfer. The power-of-attorney should be sighted by the secretary 
who will scrutinise it, noting that it is in order and bears the correct duty 
stamp. A notation should be made on the shareholder’s account in the 
register : 
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“Power of Attormey givers to Mir......-.cccccccccsssssssemsessemne EOE AREAS 
authorising him to accept dividends, give receipts, transfer and otherwise 
deal in the shares. 

Pawer-of-Attorney dated... = 

When a shareholder dies the secretary should note the date of death in the 
share register, the name and address of the executor or administrator, to- 
gether with any instructions given by him regarding the payment of dividends. 
The personal representative of a deceased shareholder may have the shares 
transferred to his name or leave them in the name of the shareholder. 

When a share certificate is cancelled it is a useful practice to note on the 
shareholder’s account the date and reason for cancellation as follows: 


Certificate No............... ee issued in lieu of Certificate No. 
cancelled on............. seoseeeeee Ld D.....s00y9 Dy reason of transfer of portion of the 
shares. 


If a person is wrongly entered in or omitted from the Register of members 
the Court may on application order the register to be rectified. Section 83 
states : 

(1) lf— 

(a) the name of any person is, without sufficient cause, entered in 
or omitted from the Register of Members of a company; or 

(b) default is made or unnecessary delay takes place in entering on 
the Register the fact of any person having ceased to be a member, 

the person aggrieved, or any member of the company, or the company, 

may apply to the Court for rectification of the register. 

Where an application is made under the section, the court may either 

refuse the application or may order rectification of the register and 

payment by the company of any damages sustained by any party 

aggrieved. 

(3) On an application under this section the Court may decide any question 
relating to the title of any person who is a party to the application to 
have his name entered in or omitted from the register, whether the 
question arises between members or alleged members, or between 
members or alleged members on the one hand and the company on the 
other hand, and generally may decide any question necessary or 
expedient to be decided for rectification of the register. 

(4) In the case of a company required by this Act to file a copy of a return 
containing a list of its members with the Registrar General, the Court, 
when making an order for rectification of the register, shall by its order 
direct a notice of the rectification to be filed with the Registrar 
General. 

The shareholder aggrieved or the company should take prompt action to 
obtain a rectification order, on becoming aware of the mistake or omission. 
Failure to do this within a reasonable time may mean that the company or 
the member is stopped from claiming error or omission. 

A company transacting business outside the State may be authorised by its 
articles to keep a branch register and file with the Registrar General, notice 
of the situation of the office where any such register is kept and of any change 
in the situation or discontinuance. Notification must be made with the 
Registrar General within fourteen days of establishing the branch register, 
change of situation or discontinuance. The branch register is part of the 
Register of Members and is kept in the same manner. A copy of every entry 
in a branch register must be sent to the registered office of the company 
where it is entered in a duplicate branch register. Shares dealt with in each 
register must be distinguished from one another, and no transaction with 
respect to shares registered in a branch register shall be entered in any other 
register. If the branch register is discontinued by the company all particulars 
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entered therein must be transferred to some other branch register or to the 
principal register. 

By Section 125 every company must keep at its registered office a register 
of directors containing the following particulars with respect to each director: 

(1) His present Christian name and surname (and any former names if 

known). 

(2) His usual residential address. 

(3) His nationality and his nationality of origin if different from his 

present nationality. 

(4) His business occupation and if he has no business occupation, all or 

any particulars of other directorships he holds if any, or 

(5) In the case of a corporation, its corporate name and registered office. 

If there is any change in the directors or in the particulars relating to 
directors the company must file ‘notice of such change within fourteen days 
of the happening. The register of directors must be open to inspection to 
any member of the company without charge and to any other person on 
payment of one shilling or less. At least two hours in each business day 
must be allowed for inspection. The court may order immediate inspection 
in the event of refusal by the company. Under the Act a director is any 
person in accordance with whose directions or instructions the directors of 
a company are accustomed to act. 

When a company issues debentures, it will be necessary to keep a register of 
debenture holders if the debentures are not payable to bearer. Except when 
closed the register must be open to inspection by any registered holder of 
debentures or any shareholder, subject to restrictions imposed by the com- 
pany, so that not less than two hours shall be allowed for inspection. Every 
debenture holder and shareholder may require a copy of all or part of the re- 
gister on payment of sixpence for every hunded words to be copied. A copy of 
the Trust deed securing an issue of debentures must be forwarded to every 
debenture-holder upon his request. The court may compel immediate 
inspection or direct that the required copies be sent if default is made by 
the company. The company must keep a copy of each series of debenture 
issued ; this can be affixed to the register. 

The Act does not state what particulars must be contained in the Register 
of debenture-holders or specifically mention any set ruling. The Register 
could be ruled on the following lines: 
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A company must keep a register of all charges and mortgages. 
Section 194 states: 

“Every company shall keep at the registered office of the company a 
register of charges and enter therein all charges specifically affecting 
property of the company and all floating charges on the undertaking or any 
property of the company, giving in each case a short description of the 
property charged, the amount of the charge, and, except in the case of 
securities to bearer, the names of the persons entitled thereto. 

“Every company must keep at its registered office a copy of every 
instrument creating any charge requiring registration under the Act. Any 
director, manager or officer of the company who authorises or permits any 
omission from the register is guilty of an offence.” 

The Register could be ruled on the following lines: 


DEBENTURE REGISTER 
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Some Reflections about Australian Accounting Theory 


By Frank L. Horn, A.c.A.A., A.L.C.A. 

Without flattery or “captatio benevolentiae” of the Editor, I think it can 
be truly said that the Australian Accountant to-day is representative of the 
state of Australian Accounting Theory, and it seems justified to judge, by its 
articles alone, the general trend in this category of human thought. The 
reprint of lectures given to interested and expert audiences by the leaders of 
the profession enhances this impression. 

It is, therefore, not out of place that an interested outsider interjects into 
the discussion his impressions of the prevalent tendencies as he has gathered 
them, during his service with the A.I.F., afar from professional work while 
the Australian Accountant was practically the only link with his vocation. 
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The enforced relative objectivity might help, to a small extent, to clarify the 
issues. y 

It is probably a truism to state that the present-day tendency of all philo- 
sophical and scientific thinking goes towards standardisation by way of 
defining the basic terms. This has possibly always been so. Thus it is merely 
another way of saying that the human mind is in a constant process of 
re-valuation, and that there is always a beginning and never an end. The 
so-called “eternal truths” are only true throughout the centuries because they 
are unendingly endowed with new meanings. In this sense, I may, for instance, 
quote the Hellenic “All is in flux” as support for my contention, not because 
the Greek philosopher has anticipated my idea but because it happens to fit 
my argument. In this, I am like a window-dresser who preserves his old 
price tags because one day he might have to exhibit an article at the same 
price as one in a discarded display. This does not mean that the new article 
is in any way identical or even similar to the old one. The danger is that the 
tag be taken for the matter, and that the mathematical (or better, arithmetical) 
identity be atcepted as proof of a concrete connection or substantial likeness. 
Particularly, politics provide a number of illustrations of this point, but it 
occurs.equally in other realms of thought. Whenever it happens, sooner or 
later, confusion will result, and the originally clear issues become disturbed. 
The need for a fresh definition, a new price tag, will arise, and the cry for a 
fresh start becomes audible. 

The motive power of evolution thus seems to take its origin in the friction 
between the various stages of the past. For the present is clearly only the 
terminus of the past besides being the embryonic stage of the future. Any 
attempt to isolate the embryo from its ancestors must fail, but it is equally 
fallacious to see in the child nothing but a synthesis of his forebears. Even if 
it could be proved that nothing new has been created, we must still regard the 
new-born as an original being, firstly because we cannot obtain a complete 
understanding of the past, and secondly because too many elements enter 
into, or are excluded from, the composition of the child, and the quantitative 
incidence and the role of each element as catalysator or ingredient cannot be 
fathomed clearly enough. 

In our profession, this is too often overlooked. The general tendency, it is 
true, is being followed. The accent is on “definition of terms.” At first sight, 
it seems an easy task to lay down a standard nomenclature, and once this is 
done, to start the discussion. But in practice, this proves far harder. The 
exigencies of everyday life, the mental impatience which characterises the 
thinkers, the fertility of the human brain which produces not only a number 
of ideas but also good—sound or merely plausible—arguments to support 
them, the consequent lack of authority (and standardisation presupposes 
authority )—all this results in the start of the discussion without a previous 
basic settlement of terms. Therefore, the authors find it necessary to explain 
at the outset the meaning of the terms they are going to use, thus losing time 
and wasting mental effort. In order to make such definitions as unattackable 
as humanly possible, resort is had to “authorities,” and quotations—price tags 
—are the order of the day. 

Sight is lost of the fact that a definition cannot be argued about but is a 
subjective allotment of meaning to a group of letters or sounds, usually called 
a “word.” If I had started this article by saying that I was going to discuss 
“Philately” and that I understood by that word “the art of recording and 
synthesing, in terms of money, the property arid obligations (and changes 
thereof), of business enterprises,” I would probably have evoked a storm of 
“argument” based on the contention that Philately means stamp collecting 
and not accountancy. But while it might be truly said that I was abstruse and 
impractical and that the “weight of opinion” is against the use of the word 
“Philately” in the sense of my definition, no argument in its proper sense 
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could arise out of my perversity. Many an argumentative soul should learn, 
at first, that if he wants to discuss a subject proposed by somegne else, he 
must accept temporarily the definitions which the other one has attributed 
to his terms, and any efforts he expends to upset such definitions are wasted. 
Of course, there is another kind of “argument” which is not scientific in 
sensu strictu as it brings a valuation into the discussion, and science does not 
know “values,” i.e., is beyond Good or Evil, in the moral sense. The type 
of argument referred to is the one centring around the question of acceptance 
of a definition for general use. In that case, the problem is whether this or 
another definition is “better,” i.e., more practicable, clearer, more useful. This 
type of argument is really a criticism. 

It is a pity that many thinkers are not clear about these points and spend 
a long time in “arguing” about definitions. One reason for this, however, is 
the uncertainty how far the reader can be trusted to be aware of the funda- 
mentals. I always was amused by a number of footnotes in an essay that 
professed to be the groundwork for a philosophy of accounting. For instance, 
in one such note, the author explained carefully that while he had said in the 
text that expenses appear on one side of the revenue account, income is 
shown on the other side. I usually call this kind of writing the “he or she” 
technique so beloved by the lawyers. And the mention of this legal jargon 
brings me to the point I chiefly want to make. 

There seems to be far too much stress laid on the pronouncements of the 
Judiciary in accountancy matters. With all due respect for British Justice, 
it appears to become the master instead of the servant of mankind—and that 
applies not only to accountancy. It is utterly irrelevant how Lord Justice 
So-and-so defined, say, “Capital” in Anno Domini or even yesterday. After 
all, his Lordship was dealing with a specific case regarded by him under a 
specific aspect. And while he may know the law, such definition is, from the 
legal point of view, a question of fact about which he may proffer an opinion 
which cannot bind the Economic Thinker in any way. The same applies to 
persons like Tax Commissioners. For while he and the Judge have—unfor- 
tunately—the power to enforce their opinion, this should not deter the honest 
scientist (and this is tautological) from pursuing his own ideas and from 
correcting his Lordship or Worship when necessary. 

But whenever you open a book on accountancy or a monthly devoted to 
its theory, you will invariably find that the nec plus ultra of arguing is based 
on the pronouncements of the law. 

Two points arise from this: Firstly, the legal conception of ‘question of 
fact” and “question of law” is dangerously swerving towards an enlargement 
of the scope of the latter at the expense of the former. This is often e1ough 
emphasised by writers in their justified complaint that the courts do not, 
generally, recognise ‘““Accountancy Opinion” as evidence but form their dwn 
opinions. This is a curious state of affairs. 

While no Judge would venture to judge, say, the effect of poison on the 
human body without listening to, and taking into account of, medical opinion, 
yes, while even in his own realm, the law, he hears and takes notice of, the 
arguments which his “learned friends” put before him, he and the said 
learned friends often conspire to interpret matters which are strictly outside 
their sphere. 

Secondly, in fairness to the Judiciary, let us say now and here that this 
is often inevitable. For as things are at present, accountants usually—all 
readers of this article naturally being excepted—are amphibious beings. They 
partly live in the sea of the commercial world. They are dependent for their 
living upon “unscientific” considerations. Their main function—let us face 
it—is to save money for their clients, mainly in taxation matters. On the 
other hand, they are lofty scientists who walk the hard unyielding earth of 
solid scientific facts and who speak “the truth, all the truth and nothing but 
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the truth,” even if it means an extra thousand pounds in taxation for their 
cients. For their sea-life, they have to consider the judicial and pontifical 
pronouncements of the Law Lords and Tax Commissioners, and it is only 
natural that when they leave the sea and come out into the clarity of the 
scientific sun, they sometimes forget that they are dripping wet with “‘prac- 
tical” considerations. Hence, a certain distrust in their “objectivity.” 

How, for instance, to give an extreme example, could I venture to assert 
(if such were my mind, which I hasten to add it is not) that the distinction 
of “capital profits” and “trading profits” is nonsense, and that profit is merely 
the global increase in value of a business over a certain period. It would be 
suicide, for not only would I tend by such a theory to induce the law-makers 
to tax my clients on the whole of their income, I also would be punching 
holes into my raft on which I float on the commercial sea as I would be 
insinuating that a cash book is a sufficient record and therefore my own 
services could be largely dispensed with. This is somewhat exaggerated but 
serves as an illustration. 

Our cousins, the solicitors, are basically in the same predicament. But 
they have been cleverer in finding a compromise. By adopting a strict code 
of ethics, they have made themselves a sort of bathing costume that keeps 
away the moisture of the commercial salt-water from the more sensitive parts 
of their anatomy, and by calling themselves “Officers of the Court,” they spin 
a towel with which they can dry themselves when they emerge from the 
wet underworld. What matter if the bathing costume sometimes becomes 
rather “Frenchified” in its exiguity or when they seem to imitate the Japs 
who we are told are wont to use only wet towels for drying purposes? The 
British Courts are broadminded enough to overlook these “foreign” fashions. 

The point I am trying to make is whether it would not be worth while to 
evolve such a Codg of Ethics for the accountants. The “no advertising” and 
“no poaching” rules are only by-laws, not a code in itself. Of course, a code 
alone does not do the trick to raise the accountancy profession to the status 
of a priesthood of recorded figures. Nor is that quite necessary. It would, 
however, assist in enhancing the reputation of the profession particularly if 
it were policed by means of “honour tribunals.” It is obvious that great 
strides in that direction have been made lately, particularly by the enactment 
of the “tax agent” division of the Federal Act and by the new N.S.W. 
Accountancy Act. But more than legislative action is required. It is to be 
hoped that the profession does not become infected with the common cry 
of “The Government should . . .” so noticeable in the “Letters to the Editors” 
and similar popular platforms—certainly a rude contrast to the pioneer Spirit 
that has made Australia what she is. 

It also is evident that a number of writers have not been able as yet to 
shake off mentally the sea-water of “practice” if by “practice” we mean the 
lawyer-ruled world of commerce. Like hypnotised, they fix their eyes on the 
“legal dicta” and the dictionary definitions. Curiously enough, however, this 
“amphibious” state of mind produces sometimes “practical” dissertations, i.e., 
texts for the guidance of the practising accountants and bookkeepers that are 
too “impracticable” for actual use without appearing at a cursory glance to be 
so. For instance, at present, a great discussion rages around the question 
how to value “stock-in-trade.” Various methods are debated, and fine defi- 
nitions and explanations given, supported by numerous quotations from 
judgments, dictionaries and text-books. Now let us assume, an accountant 
or manager has diligently read the leading articles with great attention 
and has, weighing all the pros and cons, come to a conclusion how to value 
his “stock-in-trade.”’ He finds, for instance, that he should value it at “‘cost”’ 
and settles down to do so. Now unless he follows a routine—either the 
tradition of the firm or the lessons he has personally learnt during his own 
education—he is stumped at once. What can he include and what must he 
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exclude from “cost”? May he add to the invoice price such charges as 
freight, duties, excise, cost of warehousing, maintenance of warehouse, interest 
on capital locked up in the stock? If he diligently searches through the text- 
books, he might discover opinions about the one or the other element. But 
unless he is ready to interpret a “definition” (itself phrased with the care, the 
circumspection, the circumlocution and the obscenity of a “legal dictum”— 
beautiful in style, but puzzling in meaning), he cannot find a comprehensive 
guide covering even all the circumstances of “normal” trade, let alone any- 
thing about the extraordinary features introduced by wars, strikes, regulations 
or particular to the nature of the goods he is stocking. This is just one 
example which I confess I quote all the more willingly, as I myself in an earlier 
series of articles in this journal have tried to point a way towards a definition 
of terms which is not a definition in the sense the logicians use the word, but 
is really an interpretation, an explanation and a guide. 

Naturally, not being an “authority” in the field, but merely an interested 
outsider, I could not make those articles as concise, as incisive, as authoritative 
as I should have liked them to be. I could only point the way in company with 
many others who are doing the same thing. 

But why, it might be asked, is it necessary to define narrowly all terms, 
why not leave some latitude to the manager ?—after all, it is his affair. In 
this connection I should like to draw your attention once more to the excellent 
lecture given by the late Mr. A. Clunies Ross, reprinted under the title 
“Uniform Accounting” in the March issue of this gournal. It is certainly 
an article worth reading and digesting, and its publication emphasises the 
great loss the profession has suffered by the untimely death of the author. 
I, who had the privilege of knowing this charming man, and who have received 
many kindnesses from him, am glad to have the opportunity of adding my 
humble tribute to the eulogies which he received so justly in the obituaries. 

There is nothing one can add to what Mr. Clunies Ross has to say in the 
“Conclusion” of his article. He puts the case fully, plainly and concisely. 

In this connection, I might also say something to overcome a prejudice 
which the author unwittingly might have created by telling the history of 
the “Model Chart of Accountants,” by Prof. Schmalenbach, whom I have the 
honour of knowing personally. It is correct that Goering has “adopted” 
(“stolen” would be the better word) his “Kontenrahmen” in the Decree of 
1937. This is a good illustration of one of the main reasons for the “miracle 
of Nazism” which baffles so many people. The Nazis have often published 
as their own achievement the results of scientific research commenced and 
completed in the period before they came to power. Despite this official 
recognition, Prof. Schmalenbach, who could have had any honour he desired 
from the Nazis, left the country and lived in self-imposed exile in Switzerland, 
from where he is now preparing to return to help in the tremendous task of 
re-educating the German people towards the democratic ideals. There is, 
therefore, no ground for any prejudice, and the “Kontenrahmen” can be 
studied with scientific detachment. 


Conclusion 

These reflections will at first glance appear somewhat incoherent, touching 
as they do on such apparently unrelated questions as the “definition-craze,” 
the conflict between judiciary and the profession, the “Code of Ethics” for 
accountants, once more the “definition-craze,” this time from the opposite 
angle of its insufficiency and winding up with a reference to the “Model Chart 
of Accounts.” But I hope I have made the guiding idea clear enough. The 
dividing line between “practical” and “theoretical” accountancy is often too 
vaguely defined (there we go again . . .), and arising from the “amphibious” 
nature of the profession, certain hybrid products are inevitable. Some writers, 
very laudably, are free with practical examples—not examination room 
examples—another bugbear in my eyes—but forms, statistics, procedure taken 
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from real-life practice, but others (to remain in our parable) try to walk 
upon the waters. The leaders of the profession should try to extend their 
expert helping hands and to equip themselves with life-saving gear by 
settling down to the task of attaining uniformity—and with that authority 
comes naturally. Only thus, the struggling multitude of practising accoun- 
tants—those who are the profession—can be saved from being smashed on 
the rocks or drowned in the shallows. 





Accounting at Islington Area Workshops of Beaufort 


Division — Department of Aircraft Production 
By D. L. SHAKEs, A.1.C.A. 


The Beaufort Division of D.A.P. decided in 1939-to commence a project 
which during war period eventually “tooled up” for three separate classes 
of aircraft and turned out centre planes and main planes for 750 bombers, 
385 fighters and a number of spare parts to replace battle casualties and 
later fabricated centre sections and inner planes for the larger version of the 
“Lancaster”—the “Lincoln.” 

In accounting for this work, branch accounts and the costing of details, 
assemblies, etc., have been handled by the Railway Accounting Office at 
Islington, who rendered fortnightly interim and four-weekly reimbursement 
caims on the D.A.P. Central Office which covered all expenditure up to 
within 30 days of expense being incurred. 

Due chiefly to lack of accommodation and the necessary machines (until 
the erection of additional aircraft buildings) a large amount of sub-contracting 
was done from the Area. 

It was desired to receive firm quotes instead of placing work on the “cost 
plus” basis and this involved a great deal of careful checking of quotes and 
comparing them with check quotes and time standards. 

It was necessary for railway officers to keep in close contact with D.A.P. 
Sub-contracts Officer and Time Study Officer in this regard, and considerable 
saving was made in the correct placements on the sub-contractors. 


General Set-up of Shop Personnel 
Workshops are divided into working groups—i.e., Area is divided into 
shops with work groups within those shops. Subdivisions are as under: 
1. Manufacturing— 
(a) Details. 
(b) Sub-Assemblies. 
(c) Minor Assemblies. 
2. Production— 
(a) Major Assemblies. 
(b) Final Assemblies. 
3. Manufacturing Expense Groups (Physical Burden)— 
Developmental. 
Repairs and Maintenance Department. 
Heat treatment, Anodising, Cadmium plating, etc. 
Testing and Inspection. 
. Base Store. 
. Production Store. 
3A. Manufacturing Expense—Supervision (Office Staff and Shop Super- 
visors )— 
1. Area Controller and Area Manager and Staffs. 
2. Production Manager and Production Control and Planning 
Staffs. 
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Supply Officer and Staff. 

Area Accountant and Accounting and Costing Staff. 
Industrial Officer, Payrolls Officer and Timekeepers (the last- 
mentioned officer and timekeepers are under Area Accountant, 
a Railway Officer). 


Manufacturing Shop Orders 

Shop Orders (or work orders) have been arranged so that a maximum of 
information is available covering four separate sections as well as designating 
details, minor or sub-assemblies and final assemblies. Shop Order symbols 
are arranged to show: 

1. Batch. 

2. Stage or Section of the Aircraft. 
3. Shop group performing work. 

4. Detail or part. 

The Shop Orders are divided into three sections (1st Section Batch and 
Stage, 2nd Group and 3rd Detail) for convenience of costing and this sub- 
division is most suitable for the summarisation by the Powers Punching 
Machines. 

Job Slips from the works are made out for each man for every job each 
day and are recorded by the Powers machines, which produce fortnightly 
summaries showing cost of jobs in each department. On these fortnightly 
summaries the Powers operators include all holiday and other passive time 
so as ‘to balance with the fortnightly paysheets of the respective shops or 
departments. 

Ledger Cards are kept by the Costing Department and while the Powers 
machines summaries show fortnightly costs the ledger cards show complete 
expenditure from commencement of job and the cost in each shop group is 
recorded. ‘ P 

Material is posted from tabulated records in much the same way, but 
listing machines are found quite suitable for this work. 

With repetition work such as aeroplanes and such like produced by the 
100 it is found more desirable to cost in some convenient number (such as 
10)—that is, a batch of 10, which may be produced in a given time. And it 
is better for comparison purposes when checking one batch against another 
than if units are costed singly. 

While costing batches a further break up into stages or section of the 
plane such as Stage No. 1 Centre Plane, Stage No. 2 Inner Wing and so on 
is made. A further break up into details will give the cost of each small part 
which goes to make up the stages. 

This is where a benefit is derived from the Powers machines throwing 
Total Costs separately for each batch, stage and detail. 

Shop Orders are shown in three sections. 

Examples of Shop Orders for first batch of ten aircraft would be: 901-910 
for first programme and ten stages (or sections of the aircraft) ; 

i.e., 901 = programme No. 1, Stage 1 
902 = programme No. 1, Stage 2 
903 = programme No. 1, Stage 3 
and so on up to stage 10. 

For second programme (of 10 planes) 911-920 are allotted and 921-931 
for third programme, and so on, with similar stage numbers as shown above. 

The second section of the Shop Order denotes the shop work group, and 
the third section the detail. 

Shop Orders for work on spares are shown as 971, 972, 973, and so on 
in the same manner as the programmes. 

In cases where sub-assemblies are done in a shop group the second section 
of the Shop Order-is advanced 100 and in the case of final assemblies by 200. 
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Examples of Shop Orders for details, sub-assemblies and final assemblies 
done in Machine Shop, which shop is identified by symbol 104 in second 
section’: 

901/104/27 for detail—stage 1—Ist set of 10 aircraft. 
901/204/2 for sub-assembly—stage 1—lst set of 10 aircraft. 
901/304/2 for final assembly—stage 1—I1st set of 10 aircraft. 


Shop Group Symbol Nos. 

With the use of Shop Group Nos. shown in all Shop Orders for Manu- 
facturing or Manufacture Expense Account the work can readily be tabulated 
to show total expense for any group of employees, also nature of work per- 
formed, etc. 

- The following gives example of groups and identification Nos. : 
Group Group Numeral Class of operation carried out in Shop Group 
Fitters and Jigs .. 101 Jig erection and rectification and adjust- 
ments. 
Maintenance .. .. 102 Repairs and renewals in all plant. 
Experimental .. .. 103 Templates, lay-out, experimental. 
104 Machined details. 
107 Sheet metal details: light alloys only other 
than those for welding. 
108 Stringers and rib posts. 
120 Wooden details and assemblies. 
109 Pipe details and assemblies. 
105 Minor assemblies. 
122 Details for welding, steel sheet metal details 
and welded assemblies. 
115 Electric details and assemblies. 
114 Assemblies of stages for wings, leading edge 
to spars. 
112 Final assembly of stage for centre plane. 
113 Final assembly of inner wings. 
120 Painting. 
123 Fitting out of wings and centre section. 
123 Delivery of components. 
124 Spar details (booms and webs). 
125 Spar assemblies (all stages). 
126 Routing sections for long skins for wings 
and longerons gmanufacture. 
Base Store .. .. .. 127 Supplies. 
Production Store .. 128 Supplies. 
Treatments .. .. .. 129 Anodising, cadmium plating, etc. 
re 130 Testing materials. 
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Component Costing 


As previously mentioned costs are kept so as to show costs of components. 
That is, every production stage of manufacture is costed individually so that 
every movement of material and change of form is followed in the costing 
system. 

Labour is charged against details manufactured and these costs are avail- 
able against standard times when necessary; but as there are some 20 to 25 
thousand individual parts manufactured for the modern aircraft these indi- 
vidual costs are not shown separately on Ledger Cards. 

But there is a distinct advantage of having records of costs available for 
all details as it is found in actual practice that parts are forwarded to other 
Areas for replacements and the like, and costs are necessary. In fact, many 
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times during the period we had reason to rejoice in the fact that this infor- 
mation was on tap. 


Batch Costing 


It is found most convenient to cost in batches as this has proved most 
expedient with large quantities of small details passing through production 
groups at the one time. 

As the set-up in the shops provides for work groups, it is possible to give 
the “achievements” of each group each period. 

Shop Orders are so designed to show the cost of fabrication of a certain 
number of details in a particular group during a period, also the manufactur- 
ing expense applicable to that group in that period. This method is better than 
the checking of thousands of work orders to compare costs of operations, it 
being sufficient if efficiency of each group is ascertained. It is quite simple 
to check if in each period a certain number of details are placed on the’ shop, 
and the standard time for fabrication is, say, 1,000 hours, including hours 
on manufacturing expense. 

In this case the exact number of men are provided after taking care of 
holiday time, sick and other absenteeism. 

Of course there may be cases of “Standing Time” due to breakdown of 
plant, waiting for material, etc. 

Shop Orders are provided for “Standing Time” and this is charged to 
Manufacture and given a special number so that these extraneous charges 
are shown separately from normal work in the group. 


Preliminary and Capital Expenditure 

As can be imagined, “Tooling Up” for the several different classes of air- 
craft built in these workshops demands the capitalisation or temporary capi- 
talisation of tools, jigs, machines, templates, lay-out boards, etc., and these 


have been grouped under Shop Orders for manufacture in accordance with 
their particular class. 

This also applies to buildings, offices, roadways, electrical and other instal- 
lations which costs had to be kept and supplied for inclusion in Head Office 
Sub-Ledger Plant Account. 


Time-keeping in the Factory 

It is felt that one cannot stress too strongly the importance of accurate 
time-keeping in the workshops as it is on the correct allocation to the various 
part numbers and correct recording of absenteeism that cost finding for 
labour is based. 

A time-keeper booking tle time should handle the time for 100 to 120 men. 
He should visit each man personally at the beginning of the shift and from 
the Traveller Card accompanying the operator’s job ascertain the Shop 
Order and other particulars such as part numbers, starting time, higher 
rates and allowances, etc., and book up Shop Order Card accordingly. 

He should make periodical visits during the day so that any change of 
job is noted at correct time and mark off old job and book up a new Shop 
Order Card. 

These Shop Order Cards or Slips should be signed by the Supervisor in 
charge of the group at the end of the day and made available for Powers 
machines by 9 a.m. on day following. 

The total hours are posted daily in the wages records and a daily summary 
is made out by the shop time-keeper showing how the total potential time 
of employees is made up. 

Example: 100 men in group at 8:8 hours each = 880 hours, deduct absen- 
teeism time 10 men on leave 88 hours, 5 men sick 44, balance as per time on 
job cards = 748 hours. 

This is a simple illustration but there may be other factors such as men 
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sent to other groups, men on special work for which the time-keeper is unable 
to find the proper authority and correct Shop Order. 


Checking Attendance 

The method of checking attendance of employees is on the token system. 
The Leading Hands supervise the opening and closing of Tally Boards from 
which employees lift their Tally Checks (i.e., metal discs with employees’s 
numbers impressed, which are hung on Tally Board). Supervisors then 
record remaining discs which represent absenteeism. Time-keepers check 
this record, and Leading Hand locks the Tally Board. The reverse procedure 
is adopted at leaving time—discs are returned and all discs should be on 
board which will be kept locked until commencement of next period of duty. 


Manufacturing Expense Account 

Experience in Railway costing has shown that an efficient system of Pro- 
duction Control (which is referred to later) must be provided to link up with 
cost accounting so that non-productive expenditure as well as productive 
expenditure is taken care of and controlled. 

In Aircraft accounting it was necessary not only to arrive at the direct 
cost in each department, but to find the cost of running non-productive 
departments, and then to find the cost of indirect expenditure in productive 
departments. 

The management received daily statements showing the variation of these 
departmental expenses, and the various accounts affected. 

A system of Shop Orders installed shows both account effected and the 
shop work group incurring the expense. 

In practice, it will be found that non-productive groups may be called 
upon to perform “direct” labour, and in such case this expenditure must be 
included and debited to a productive department. 

The Manufacturing Expense Account shop orders are issued in the form 
of a chart. 

This chart shows the symbol No. for the Manufacturing Expense Account 
and the varoius headings, the particulars of the accounts and under them 
the symbol No. representing the account. Under this again and opposite the 
respective shop work groups is shown the shop No. 

It is pointed out here that these shop orders are in effect standing shop 
orders and as such they must be policed and carefully watched by the 
Analysis Clerk. 

This arrangement of the shop orders differs from that of the manufac- 
turing shop order, whereas in manufacture the shop group was shown in 
second position, in manufacturing expense it is shown in third position. The 
reason is that in the first instance only two sections of shop order are tabu- 
lated, while with the manufacturing expense shop orders, each order is 
tabulated and posted on Ledger Cards. 


Weekly Reports—Man Hours on Manufacture of Aircraft and Aircraft 
Tooling 


To meet the requirements of the Aircraft Weekly Mechanical Conference, 
the Accounting Office supplies a return showing man hours expended against 
the Time Study Officer’s estimates of man hours planned for the period. 

From the commencement of project, a schedule has been prepared which 
specifies the time by which tooling will be finalised, also when each stage of 
production will be delivered. 

This schedule is subdivided into weekly breaks and progress reports are 
forwarded to Area Controller showing the man hours taken during the 
week and the cumulative totals. 

Tooling has been manufactured in Railway Tool Room as well as in 
Aircraft Shops. 
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Each item of tooling executed in Railway Tool Room has had an estimate 
of man hours supplied on the schedule and the Accounting Office reports 
when jobs are 80%, 100% and, if over estimate, 130% of time planned. 

This type of report must be given daily as it is important that when jobs 
reach 80% of planned time, the physical position must be checked and shop 
procedure and methods of operations gone into by the Supervisors. 

Reports of tooling done by Aircraft Shops show completed jobs, setting 
out estimated times, and actual times taken, also cumulated total, with 
balance over-estimated or otherwise. 

When sufficient tooling is manufactured, a start is made on production of 
the aircraft and the report showing man hours on production is supplied. 

This latter report shows man hours against the stages of the plane and 
sets out the estimated and actual man hours for the current period followed 
by the cumulative estimated and cumulative actual man hours. 


Graphs 

When costs are compiled and statements presented, their significance is 
often lost in a maze of figures and it is found more desirable to prestnt to 
Aircraft Managerial Conferences figures in the form of a graph. These graphs 
are presented at four (+) weekly breaks and show: 


Labour Costs on Centre Planes 
Labour Costs on Main Planes 
Labour Costs on Spares (Centre Planes and Main Planes) 
Labour Costs on Manufacturing Expense. 
From these graphs it is possible to watch trends and any unusual fluctua- 
tions are to be seen at a glance. 
Each graph should be accompanied by written explanations pointing out 
reasons for such fluctuations. 


Anodising, Cadmium Plating, Heat Treatment, etc. 


Although from the nature of the work in providing protective treatment 
for aeroplane parts this is actually a direct cost to the job, this work has 
been included as a manufacturing expense item and charged to the overhead. 

The reason for this method of accounting is that it would not be possible 
to charge time spent on thousands of small parts which are treated in the 
baths at the one time to a particular section of the plane or stage. 

The work in connection with anodising, cadmium plating, etc., involves 
the handling of, in many cases, a large number of parts, which may take hours 
to wire for suspension in the baths or it may mean in other cases the placing 
of parts in a wire basket and submerging them. 

The wiring referred to may take hours and the actual time of immersion 
twenty (20) minutes. 

The costing of these processes does not involve any close check, while the 
expenditure is charged against the Manufacturing Expense Account as the 
baths and other equipment must function for the purpose of the protection 
of the department’s products. 

But the D.A.P. also carried out treatments for sub-contractors, and their 
other Depots and Areas, which formed quite a large percentage of their 
protective treatment activities. 

This outside work was charged for on the basis of the hourly cost of 
running the baths, taking into consideration ingredients such as water, salts, 
etc., used in the baths, trichlorethylene for cleaning and scouring. 

The capacity of the bath and the time parts had to be submerged and the 
footage of parts treated all had to be considered. 

Time of stringing varied and this cost had to be added separately. 

Another treatment besides the baths was Heat Treatment, which had to be 
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charged at a rate, after taking into consideration the time of operatives and 
cost of running furnaces. The varying sizes of parts treated also had to be 
considered. 

Magnaflux Testing, which is carried out for the purpose of detecting cracks 
and flaws in the parts, was also done in the Area, electric current being run 
through the part concerned and faults detected by submerging in oil bath. 

Shot blasting was also carried out by Aircraft for sub-contractors and 
others, this being charged for at so much per hour after finding cost of 
operating the equipment. 


Production Control 

Production Control actually became prominent in industry during war 

years 1939-45. 
" It was brought into this plant to control the flow of work against time, and 
it also took into account capacity of the plant, suitability of material, equip- 
ment available combined with correct disposal of labour, and it aimed at 
delivery at a predetermined time of an item, or a number of items, making 
up complete programmes. 

From Bills of Material and from Material Standards and Labour Stan- 
dards together, and when suitable equipment and machinery is available, the 
master schedule is prepared. 

The Finance Department or, as we are termed, “The Costing,” is interested 
when such Production Control Traveller Cards are issued on the shop groups 
and the Developmental Shop Group commences “first offs” or trials before the 
main production starts. 

These “first offs’”” were produced for the purpose of providing a standard 
or pattern, one being used by the group as a master, another by the Inspec- 
tion Department, the Stores Department using one for the purpose of 
identification. 

The latter was charged to preliminary expenses as it was in the nature 
of,a template the others were included in production costs. 

Without attempting to describe the different functions of the Planning 
Engineer, Tooling Engineer, Time Study Officer, Stores Officer, Production 
Engineer and Chief Inspector, it is pointed out that it needs very close 
co-operation between these officers, together with the Costing Department for 
correct shop orders, to complete the necessary data before Production 
Traveller Cards can be issued to the shop groups. 

The Production Traveller Cards issued to shop groups is the foreman’s 
authority to proceed with the work, and from these cards shop orders are 
issued from the Costing Office on the Shop Time-keepers. 

The Production Control Card or Traveller Cards issued on the shop 
accompanies the job as it goes from group to group within the shop. 

The following is a copy or suitable card which is slightly different from 
card now in use and has been filled in to show how particulars are inserted. 
Department of Aircraft Production 
Islington Area Workshops 
PropucTION CARD 
Schedule No.: 88600 Part No.: 88604-17 
Group No.: G907 Drg. Issue No.: 24C 


Component: Centre Plane Material: Extruded Section Date Issued : 30/9/44 
BS2122 Spec. L40 Sheet: 1 of 1 


Quantity 


| 
| 
} 15 
| 
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Description : Extruded Stringer Main Tail 
Ribs (Stbd.) Programme: 56 
Stock Size: 17’ 8” Approx. Cuts: 15 Parts 
Size Per Part: 13” Shop Order No. : 456/108/51 





Part No., Detail Tool Time No. off 
Oper. Detail of of Equipment & Equip. per unit Dept. apportioned as 
No. Operation Tools used No. Hrs. Mins. under 





5 CuttoLength& Drilling Machine ACT20869 5 108 Mfg. 10 
Drill Cut off & Drill Area Spares 2 
Jig Saw +EPO’S | 
10 Debur Hand dress 2 , 5% Bank 1 
15 Brand Part No. Standard Equip. a — 
View Insp. 15 
20 Anodise 129 = 
View Insp. 
25 Paint 120 
View Insp. 


+EPO’s = Excess Production Orders. 





Accounting Conferences 

Monthly conferences between officers of the Accounting Office and Aircraft 
Engineers were held frequently and these were of great benefit to both parties 
concerned. 

Agendas were prepared and minutes of meetings kept setting out par- 
ticulars of all discussions followed by action notes, which brought forth 
excellent results. 

These meetings were chaired by the Area Manager, who called in his 
Production Manager, Tooling Engineer, Planning Engineer, Production Con- 
trol Officer and Superintendents and Storekeeper. 

The Accounting Office was represented by the Area Accountant with the 
officers responsible for accounting and interested in items shown on agenda. 

Taking at random some of the items appearing on agendas and discussed, 
these are : 

Costing requirements necessary for Area Costs. 

Placing of Shop Orders to meet D.A.P. requirements. 

Re-working of faulty parts ex other Areas. 

Spares “Area” and Despatch. 

Routing Templates, Jigs, etc., manufactured in Experimental and 
Developmental Section. 

Budgeting in connection with Area Manufacturing Expense Account. 

Reports from various officers on “Action Notes.” 

In conclusion I would point out that the success of Production Control and 
Accounting is reflected in the constant reduction in Production Costs. 

It is felt that the opportunity should not go by without remarking on the 
keen interest taken by the D.A.P. Officers in the costs of aircraft manufac 
tured and the general desire to become “cost minded.” 

Our personal thanks are extended to the Area Controller, Mr. Harrison, 
and Area Manager, Mr. J. B. O’Leary, who at all times went fully into all 
questions of costs brought before him and made full use of all returns and 
information tendered. 
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